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Summary 

Imports of crude oil derived from Canadian oil sands have increased substantially in recent years, 
and some project further increases in the future. Recent pipeline oil spills, including the 2010 
Enbridge spill in Michigan and the 2013 ExxonMobil spill in Arkansas, have involved this 
material and have generated interest from policy makers and a variety of stakeholders. 

The Oil Spill Liability Trust Fund (OSLTF) provides an immediate source of federal funding to 
respond to oil spills in a timely manner. Monies from the OSLTF can be used to respond to a wide 
variety of oil types, including oil sands-derived crude oils. The OSLTF is primarily financed by 
an 8-cents per-barrel tax on domestic crude oil and imported crude oil and petroleum products. In 
the context of the per-barrel OSLTF tax provision, a 1980 House committee report stated: “the 
term crude oil does not include synthetic petroleum, e.g., shale oil, liquids from coal, tar sands, or 
biomass, or refined oil.” 

Based on that statement, the Internal Revenue Service (IRS) concluded that oil sands-derived 
crude oils are not subject to the OSLTF excise tax. This determination raises several issues. 
Perhaps the foremost issue is one of equity. Policymakers may consider whether there is a 
rationale for exempting certain types of crude oils from the excise tax. At present, it is unclear the 
degree to which importers of oil sands-derived crude oils are paying the OSLTF excise tax. 

The different contexts for “oil” could lead to situations in which expenditures from the trust fund 
are used to clean up oil that was not subject to the tax. However, the OSLTF arguably plays a 
backup role in terms of response funding during many oil spills. The responsible party for an oil 
spill often provides the primary source of response (i.e., cleanup) funding, and the federal 
government may recover costs or damages paid from the OSLTF. Thus, the financial impact to the 
trust fund could be minimal if the majority of its payments are reimbursed by the responsible 
parties. Nonetheless, the liability of responsible parties may be limited under certain conditions. 

In those situations, the OSLTF could effectively pay — up to a per-incident cap of $1 billion — for 
response costs and applicable damages above the liability limit. 

Several legislative proposals from the 1 13 th Congress would have specifically included oil sands- 
derived crude oils within the scope of the per-barrel tax, but none were enacted. This issue 
continues to receive attention in the 1 14 th Congress. Several Members have offered amendments 
(S. Arndt. 25, S.Amdt. 27, S. Arndt. 38, and S.Amdt. 50) to the Keystone XL Pipeline Act (S. 1), 
which woidd authorize the construction and operation of the Keystone XL pipeline. In general, 
the amendments would modify the definition of “crude oil” in the OSLTF tax authority (26 
U.S.C. Section 4612) to include oil sands-derived crude oil, often described in the amendments as 
“any bitumen or bituminous mixture, any oil derived from a bitumen or bituminous mixture.” In 
addition, Representative Blumenauer introduced similar legislation (H.R. 214) that would amend 
the definition of “crude oil” in Section 4612. 

If Congress were to explicitly include oil sands-derived crude oils within the scope of the per- 
barrel OSLTF tax, the revenue supporting the OSLTF would likely increase. Over the last five 
fiscal years, this tax has generated, on average, $495 million per year. Based on import data of 
Canadian oil sands-derived crude oil, the tax would have increased by approximately $41 million 
in 2013, assuming the IRS was not collecting the tax for these materials in that year. 
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Introduction 

Imports of crude oil derived from Canadian oil sands have increased in recent years. Recent oil 
spills involving oil sands-derived crude oils have generated interest from policy makers and a 
variety of stakeholders. Several oil spills, including both the 2010 Enbridge pipeline spill in 
Michigan and the 2013 ExxonMobil pipeline spill in Arkansas, involved this material (see text 
box below). 

Oil spill liability, cleanup, and compensation issues are addressed by the Oil Pollution Act of 
1990. The Oil Spill Liability Trust Fund (OSLTF) provides an immediate source of federal 
funding to respond to oil spills in a timely manner. The National Pollution Funds Center (NPFC), 
an office within the Coast Guard, manages the trust fund. 1 The monies from the OSLTF can be 
used to respond to a wide variety of oil types, including oil sands-derived crude oils. 

The OSLTF is primarily financed by an 8-cents per-barrel tax on domestic crude oil and imported 
crude oil and petroleum products. Based on language in a 1980 House committee report, the 
Internal Revenue Service (IRS) concluded in 20 1 1 that oil sands-derived crude oils are not 
subject to this excise tax. 2 

Members in the 1 13 th Congress introduced several proposals to address this issue, but the bills did 
not receive committee action. This issue has received considerable interest in the 114 th Congress, 
as policy makers have debated the approval of the Keystone XL pipeline, which would transport 
830,000 barrels of oil sands-derived crude from Canada to U.S. refineries. 3 In addition, the 
Obama Administration’s Budget Proposals in recent years have called for statutory changes that 
would subject oil sands to the per-barrel tax. 4 

The first section of this report provides a background of oil sands resources. The second section 
discusses the OSLTF, including authorized uses and revenue sources. The third section compares 
the scope of oil subject to the per-barrel tax (that funds the OSLTF) versus the scope of oil that 
triggers activities under the Oil Pollution Act, and discusses the potential implications of the 
different scopes. The fourth section provides details of the legislative activity from the 1 14 th and 
1 13 th Congresses. The final section offers concluding observations. 



1 Pursuant to Executive Order 12777, 56 Federal Register 54,757 (1991). 

2 Internal Revenue Service (IRS) Office of Technical Advice, Private Letter Ruling 201120019, January 12, 2011. 

3 See CRS Report R43787, Keystone XL Pipeline: Overview and Recent Developments, by Paul W. Parfomak et al. 

4 See Budget of the United States Government, Fiscal Year 2015, Analytical Perspectives, p. 166. 
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